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Ideas of Reorganization of
Local Finance Adjustment System®

Chung, Soon Gwan**

< Abstract >

Local Finance Adjustment Systems (LFAS) have been developed
to realize the value of decentralization and developmental balance
between regions. As a result of political machinations, LFASs have
become a ‘jungle’ that has weakened institutional purpose. Financial
equity and balanced development are the key concepts of LFASs
that were used with different definitions between researchers.
Additionally, the arguments for balanced development do not have a
theoretical background but are rather a political tactic for securing a
budget. The operation of nations’ subsidies as a financial transfer
system 1is inappropriate when measured against institutional purpose.

Based on these discussions, this study proposes three directions
for the reorganization of LFASs. First, the study proposes the
revision of the standard subsidy rate and the abolition of the
differential subsidy. Second, the local allocation tax is proposed as a
“payment based on the administrative services of the local
government” and the introduction of a reverse allocation tax system.
Finally, the study proposed that the intermunicipal financial transfers
should have strengthened autonomy, an abolished differential
subsidy, and an abolished cost sharing system between

administrative layers of the system subsidies.

* This work was financially supported by the Research Year of Sunchon National
University in 2019
x# Professor, Department of Public Administration, Sunchon National University
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